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Market Mechanism Withstands War Shocks — Page 3 


EWING GALLOWAY 


U. S. ARMY PURSUIT PLANES 


(FRONT COVER PHOTOS BY GALLOWAY, INTERPHOTO & WIDE WORLD) 


The nation’s air armada is not great, but American aircraft 
materials and craftsmanship are the envy of the world. French 
spokesmen have termed American planes, now arriving in France 
in considerable quantities, ‘superior in action to anything on the 


front.” (See page 5 for an account of the status of the aviation 
industry.) 
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A NATIONAL PROBLEM 


HE shrinking skyline of downtown 

New York City offers as effective an 
introduction as any to a question which 
bears down with increasing weight upon 
the financial community. 

On a corner of Broadway and Dey 
Street an office building has been demol- 
ished to the second floor, leaving a 
squatting “tax-payer.” Another Broad- 
way corner of the same block is occupied 
by a tax-payer. A few doors east, across 
Broadway, a ten-story building is to be 
torn down soon and a tax-payer will rise 
in its place. 

This section is slightly north of the 
financial district, but office rents and 
shop incomes within a wide radius are 
dependent upon the state of the financial 
and allied businesses. And what is to be 
found in the very citadel of finance, in- 
surance and corporate management? 

A boarded-up hole in the ground at 
William and Pine Streets shows where a 
building formerly housing an old-estab- 
lished investment firm stood two years 
ago. Around the corner on Wall Street 
a modern skyscraper was turned over to 
the mortgage holder not long since. On 
Exchange Place, blackened ground-floor 
windows at a famous address denote 
Where an important banking firm used 


to be; the firm was merged with another 


and moved elsewhere. Cobwebs decorate 
the windows of an entire building in 
New Street. 

Such items as these are not news to 
tax gatherers, but might strike others 
higher in government as symptomatic of 


something or other. 





SLOAN STATES A CIVIC PROBLEM | 
Evidence appears now and then that | 
New York City’s authorities are taking | 
steps for civic betterment as applied to — | 
business, independent of state and na | 
tional action — or lack of it. In accept 
ing his appointment as Commissioner 
of Commerce and head of the newly 
established Mayor's Advisory Commit- 
tee, George A. Sloan referred to the 
city as “the biggest civic model in the — | 
United States,” the experience of which — | 
other communities are “apt to follow | 
when it comes to business and finance.” 
Describing New York as a great fi 
nancial center, Mr. Sloan pointed out — | 
that one of the largest sources of rey 
enue for the city normally comes from | 
the operations of finance, including the — | 
many exchanges. | 
Many factors in the life of New York 
City are not functioning as effectively | 
as they might, according to Mr. Sloan, | 
and the Business Advisory Committee | 
will seek to discover improvements. | 








A year ago a copyrighted report of the 
Real Estate Board of New York noted 
that vacancies accounted for 39.1 per 
cent of the rentable space of the financial 


district’s main office buildings (south of 


Cortlandt Street and east of Broadway). 

A survey of the 368 most important of- 
fice structures of the city showed, at the 
same time, an average vacancy list of 
only 10.1 per cent. The financial area, 
plainly enough, held the “short end of 
the stick,” and more recent statistics 
would reveal, in all likelihood, a condi- 
tion no better. Some 30-odd organiza- 
tions are reported to be examining into 
reasons for the exodus of particular busi- 
nesses from New York City; real estate 
interests and the city fathers are both 
concerned about this situation, but the 
plight of the financial community ap- 
pears to be receiving little political atten- 
tion of a helpful kind. 

Vacant space testifies to dull business 
of a protracted nature, a situation which 
applies to stores and restaurants as well 
as offices; and parallel evidence exists in 
the reduced status of downtown employ- 
ment. Forces subversive in respect to real 
estate income, workers’ salaries and 
wages, state and city taxes and the reve- 
nues of investment houses and brokerage 
firms have had demonstration for the 
greater part of ten years. Yet in all of the 
growing business drought, in the midst 
of a plainly discernible drift of the securi- 
ties business away from New York, has 


there been any concerted, strong resist- 








ance offered by the state’s public repre 
sentatives ... Governor, state legislators 
and members of the branches of Con- 
gress > 

None to speak of beyond gestures. The 
voices of those statesmen who do recog- 
nize the essential character of the finan- 
cial industry seem to be lost in the clatter 
of uninformed criticism of “Wall Street.” 

Is this segment of the national eco 


nomy—the center of the nation’s finan- 


} 


cial well-being, the activities and re 
sources of which touch all departments 
of industry and have a bearing upon the 
level of employment in all directions 
too unimportant for the constructive at 
tention of New York's legtslators? 

This question was pondered, and this 
article written, before the national will 
was aroused to increase American de- 
fenses. It may be interpolated, therefore, 
that the points raised for consideration 
have, by force of circumstances, been ele 
vated to country-wide gravity. In finane- 
ing a tremendous program of defense, 
New York's banking resources and skill, 
and New York’s securities market, will 
be called upon to utilize their facilities to 
the utmost. Against this background, the 
plight of New York’s financial industry 
becomes a problem of national im- 
portance. 

Is this fact of first magnitude to be 
ignored by our political leaders at a time 
when all shoulders are to be laid to the 
wheel, because the financial community 
lacks the proper political password 
vote appeal ? 

For the task that lies ahead, the banks, 
investment and brokerage firms of 
downtown New York are already gird 
ing themselves. They trust that their 
representatives at Albany and Washing- 
ton will soon begin to recognize the ur- 
gent character of the assistance which 
must be rendered 

. by applying practical considerations 
to problems which have been ne 
glected; 

. by seeking to loosen restrictive law 


and regulation that have applied a 





/ ‘LL units of our community 


have admirably met the require- 
ments of the recent dificult weeks. 

As the world’s only freely funce- 
tioning securities market of major 
importance. the New York Stock 
Exchange has not only withstood 
successfully the force of liquida- 
tion of unusual scope and urgency. 
but has given evidence of organi- 
zational streneth with a significant 
bearing upon the future. 

Under our democratic methods. 
the nation will rely upon private 
investors to supply a great part of 
the billions of dollars required for 
preparedness. The conversion of 
our manufacturing plants into pro- 
ducers of war materials will neces- 
sitate the distribution of funds 
among Government bonds and the 
securities of corporations engaged 
work. In this essential 


New York Stock 


in defense 
enterprise. the 
Exchange. as the nation’s largest 
market place. will perform a vital 
function. 

In the World War the aid ren- 
dered by the Stock Exchange in 
financing America’s participation 
is clearly recorded in the history of 
that period. In the urgent task of 
preparedness now facing the coun- 
try. the nation-wide organization 
of the Stock Exchange is prepared 
and equipped to give such assist- 
ance again. 


“Pye nal. A 
Wi Me my 
PRESIDENT. 
NEW YORK STOCK EXCHANGE 
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brake during the last six years upon 
market freedom in the issuance of 
new investment securities and mo- 
bile dealings in older ones; 

. by sponsoring equitable tax inaposts 
upon securities transactions; 

. by directing public sentiment away 
from a dog-eared, demagogic con- 
ception of “Wall Street” and _to- 
ward accurate reasoning about the 


broad utility of finance. 


These observations derive from no 
desire to repeal or impair the specifi- 
cations of the Securities Acts. On the 
contrary, the intent of the statutes is gen- 
erally acclaimed; the financial industry 
only seeks to have some of the provi- 
sions, and regulations springing from 
them, made clear and workable. 

If political neglect of New York's fi- 
nancial mechanism is lodged in a lack of 
down-to-date information, it may be 
here asserted that the community below 
Cortlandt Street has a full sense of its 
responsibilities to the public. In so far as 
the New York Stock Exchange is con- 
cerned, that organization has been over- 
hauled in recent years in the interests of 
eficiency; supervisory controls have been 
tightened; a great many additional safe- 
guards have been adopted for the bene- 
fit of customers of member firms, and 
the quality of its services has been im- 
proved. 

The stock market today possesses an 
investment character more marked than 
in the past, although it is surrounded by 
more speculative influences than ever be- 
fore. Reference need go no further back 
than to the functioning of the Stock Ex- 
change during the avalanche of liquida- 
tion in May to see that the market ma- 
chinery is effectively managed in critical 
times; and the cooperation of the securi- 
ties market and the banks has revealed 
clearly enough that the public interest is 
being protected. 

“Wall Street” has developed its serv- 
ices in a manner to shield it against the 


(Continued on page 16) 
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UT of the hurly-burly of war’s de- 

struction and the decisions induced 
by shaken nerves, several significant, if 
technical, developments have come to 
the forefront in this spring’s heavy deal- 
ings in securities. The panorama unfold- 
ed on the New York Stock Exchange has 
been as somber, in financial aspects, as 
the swiftly changing military scene in 
Flanders and France. 

Waves of liquidation after the Ger- 
man forces moved into Holland and Bel- 
gium rolled over a demand for stocks 
which at times proved to be inadequate 
for the task in hand. It was discovered, 
however, that the men and the mechan- 
ism of the market place, itself, had made 
ready for such a “blitzkrieg,” and while 
ground was surrendered on the price 
front, the lines held everywhere so far as 
they involved stamina and efficiency on 
the Stock Exchange floor. 

Not since June, 1930, had any two con- 
secutive trading days witnessed so abrupt 
an onslaught upon quotations as oc- 
curred on May 13 and 14. The results 
of those market sessions could be mea- 


sured by the Dow, Jones & Co. industrial 





stock average, which dropped 16.58 
points. But, as trying as such a collapse 
of quoted values was, brokers could look 
forward only to more of the same thing. 
Forebodings were fully realized. The 
brokerage salient stiffened. More credit 
than they are likely to receive from a 
public which was precipitately turning 
securities into cash is due the specialists 
and other floor brokers, as well as the 
member firm organizations, for the 
handling of a difficult situation which 
contained the prospect of an uncertain 
aftermath. 

On May 17 the average quotation of 
30 industrial stocks dropped 6.23 points, 
following a couple of days of inconse- 
quential rallies, and four days later a fur- 
ther slump of 8.30 points occurred. In 
eight trading sessions the net decline 
amounted to 30.72 points, or a shade 
more than 21 per cent. 

Seldom in market history had quoted 
values, as reflected in the Dow, Jones 
average, melted down one-fifth in so 
brief an interval — not since October, 
1929, when a decline of 29.5 per cent was 
experienced in six days. 

Some of the elements in this market 
imbroglio afford material for study. To 


deal with them dispassionately, the effect 


upon shareholders of wholesale pub- 






lic liquidation may be set to one side for 
the moment. Investment and trading 
plans were suddenly disrupted by war 
news, capital depreciation was suffered 
in consequence; but a distinct item in the 
public interest was evidenced in the abil- 
ity of the Stock Exchange’s facilities to 
function smoothly during the May redis- 
tribution of millions of shares of stock 
and many millions of dollars of listed 
bonds. 

Rumors went the rounds more than 
once that the Stock Exchange would, at 
the least, be forced to suspend trading 
for a time. In the midst of periodic visi- 
tations of near-hysteria, rumor predicted 
the closing of the board as in 1914. But 
there actually was less difficulty in main- 
taining markets in volatile issues than 
during the brief speculation for the rise 
last September, and no greater embar- 
rassment was found in “opening” parti- 
cular stocks of a depressed morning than 
in the sharp reactions of 1937, when a 
business set-back without military trim 


mings excited heavy liquidation. 


Meets Test Successfully 


Over these obstructions of rumor, a 
stock ticker occasionally three to seven 
minutes behind the market front, mount- 


ing nerve tension as German successes 
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CUSHING 








piled up, and overexcited discussion of 
America’s lack of defensive equipment, 
market gears continued to mesh without 
friction. If ever the “specialist system” 
faced a strong test and met it success- 
fully, it was on those slogging May days 
when too many public owners of stocks 
were willing, under stress, to let go at the 
best obtainable price, regardless. 

The Exchange’s rules say that “it is 
commonly desirable that a member act- 
ing as a specialist engage to a reasonable 
degree under existing circumstances in 
dealing for his own account when lack 
of price continuity or disparity between 
supply and demand exists or is reason- 
ably to be anticipated.” Which means 
that it is up to him — and his own or his 
firm’s capital — to assume risk through 
buying or selling for his own account, 
as the case may be, when “price continu- 
ity” is likely to be disturbed either by too 
heavy offerings for demands to absorb, 
or too large a demand when offerings 
are light. 

A large order —the maintenance of 
price continuity — when a stock is being 
flung at a specialist in thousand-lots 
while the buying is in hundred-lots! 


His Own Funeral 


At the end of a day or a week of mar- 
ket excitement, if the specialist finds him- 
self the owner of a lot more stock than 


he wants, or “short” a line of stock that 


FIFTEEN DAYS OF DECLINING MARKETS 


Tabular story of the Average Number of Shares Sold for Each 
Recession of a Point In Periods Marked by Extensive Liquidation. 


1939-10 


American Can 800 
Anaconda Copper 2.700 
Bethlehem Steel 6.700 
Chrysler Motors 5,500 
General Electric 11.600 
General Motors 14.200 
Inter. Nickel 6.600 
Standard Oil of N. J. 5.400 
U.S. Rubber 8.200 
U.S. Steel 11.600 


Twelve days. 




























































is burdensome, either situation being the 
result of seeking to maintain “price con- 
tinuity”—that’s his funeral, in the patois 
of the Street. He may be conscious of a 
task well done, but the losses, if there be 
losses in the long run, sit on his should- 
ers and on the shoulders of no one else. 

Any technical examination of stock 
market action in order to define some of 
the difficulties which hampered brokers 
of all classes in the conduct of an orderly 
business must start from one point — the 
shock of war events abroad. In order to 
see whether internal handicaps existed 
and promoted plunging price declines, it 
is necessary to discount, first, the terrific 
unsettlement to which holders of securi- 
ties were subjected by continuing bad 
news from Western Europe. From that 
observation post, it is possible to scan 
statistics and arrive at some interesting 
deductions, with a bearing upon needed 
improvements in the interest of share- 
owners and the general economy. 

The material for an approach to tech- 
nical study is afforded, in brief form, in 
the accompanying table of ten prominent 
industrial stocks. 

The study effected in the figures re- 
veals particular phenomena disclosed in 
several liquidating market periods. The 
fifteen days when stock prices were 
weakest in the designated years were 
segregated; then the reported average 


(Continued on page 14) 
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1936-37 1933 *1930-31 
1.800 1.200 34.500 
15.600 34.500 12.300 
1.300 6.700 27.100 
5.400 38.300 56.800 
8.500 33.400 64.800 
22.400 55.000 94.800 
7.800 62.300 90.600 
7,100 14,200 10.600 
3.800 9400 8.800 
9.800 16.400 32.800 
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“Ceiling 50,000” For PLANE OUTPUT 


Defense Program Places Huge Load on Aviation Industry 
Already Expanding to Fill Allies’ Needs 


HE “on-line” production methods 
of the automobile industry may not 
be adaptable to the making of planes, be- 
cause of their more meticulous and care- 
United 


manufacturers are fully confident that, 


ful requirements, but States 
given time to build new plants and ac- 
quire new tools, they can turn out 
enough military planes to fill the needs 
of the United States and the Allies. 
The 50,000 airplanes a year which 
President Roosevelt declared “he should 
like to see the nation geared to produce” 
may have looked like a fantastic number 
at the time he delivered his preparedness 
message to Congress. Some observers 
went so far as to question whether his 
setting of this goal was to be taken liter- 
ally. But today even this capacity has 
been dwarfed by estimates that facilities 


to produce 1,000 planes a day could con- 


ceivably be developed, under the proper 
conditions and after six months’ time. 

No subject offers a more fascinating 
area for speculation than the ability of 
America to produce. Some have accred- 
ited the prosperity of the 1920’s primarily 
to the progress of a few great industries 

-automobile, radio, public utilities — 
which provided a powerful impetus that 
other phases of industry were able to fol- 
low. Is aviation, with development work 
and production methods spurred on by 
the greatly increased current needs for 
aircraft, to become one of the leaders that 
will take the nation into a new period of 
prosperity ? 

Estimates of the size of the immediate 
task of the aircraft industry in providing 
for the air arm of the nation’s defense 
have varied. If 50,000 military planes are 
to be produced a year, Colonel John H. 


Lockheed bombers for Great Britain on the assembly line at Burbank, California. 
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Jouett, president of the Aeronautical 
Chamber of Commerce of America, says 
that the floor space of aircraft plants will 
have to be tripled, the area of aircraft 
engine factories doubled, the present 
number of employes multiplied by three, 
and all plants operated on a full-time 
basis. 

Guy W. Vaughan, president of Cur- 
tiss-Wright Corporation, maintains that 
the groundwork for an expansion pro- 
gram has been carefully laid by industry 
and says that American aviation manu- 
facturers are in an excellent position to 
undertake the job of increasing the gov- 
ernment’s air forces to 50,000 planes. 
Robert E. Gross, president of Lockheed 
Aircraft Corporation, has declared that 
“in spite of the acceleration which pres- 
ent orders have given the industry there 
is still much excess production that can 
be developed inasmuch as few if any 
companies are working three shifts and 
the majority not even two entirely full 
crews.” 

Edward V. 


president of 


Captain Rickenbacker, 
Eastern Air Lines, has 
warned that we cannot look for produc- 
tion at the rate of 50,000 planes a year 


before the end of 1941. 
No Accurate Gauge 

An accurate gauge of the effort which 
will be involved is impossible until it is 
known what types of planes will be re- 
quired, and in what numbers. Aircraft 
makers already have indicated their 
readiness to go ahead with production as 
soon as the government furnishes plans 
and specifications. The expansion pro- 
gram will be accomplished, they say, 


through the use of private capital and 











without any necessity for special govern- 
ment loans. Private initiative and enter- 
prise are to be employed to bring Amer- 
ican industry and American abilities to 
their highest pitch. 

Certain stumbling blocks exist, such as 
the question of how new plants are to be 
amortized. If an agreement can be reach- 
ed which will permit manufacturers to 
write off the cost of plant expansion over 
the useful life of the factory, then the air- 
craft industry feels that there should be 
no trouble in selling new securities or ob- 
taining bank loans for new plant and 
equipment, In the case of facilities con- 
structed to fulfill solely war defense 
needs, it has been suggested that owners 
be allowed to write off the entire plant 
cost within the period over which the 
intensified national defense activities are 
to extend. A guarantee would be given 
that at the end of the time the com- 
pletely written-off plant would not be 
adapted to some other activity, thereby 
giving the operators an undue competi- 


tive advantage. 


Extent of Unfilled Orders 
One 


looked by many “headline readers” in 


fact that may have been over- 
recent weeks is the size of the unfilled 
orders already on the books of most air- 
craft manufacturers before any place- 
ments under the new defense plan. The 
backlogs of a number of leading aviation 
companies are shown in the accompany- 


ing table, together with their gross sales 





in 1939. The table has been prepared 
trom statements issued by the companies 
in response to a request from the New 
York Stock Exchange that they make 
these interim data public. On the basis of 
their present rates of operation, several 
companies already have enough business 
signed up by the Allies, by the United 
States Army and Navy prior to the new 
preparedness program, by commercial 
air lines, and by private buyers to keep 
them busy at least until well into 1941. 
Consolidated Aircraft Corporation, for 
example, has $70,' )00,000 of business on 
its books which, it is reported, assures 
full operations during the next two and 


a half or three years. 


Expansion 


But expansion programs are coming 
thick and fast. Throughout the past sev- 
eral years aircraft manufacturers have 
added steadily to their plants. More re- 
cent expansion to accommodate orders 
for the Allies will give the industry a 
good headstart in developing capacity for 
the nation’s defense. Boeing is initiating 
a $2,000,000 program which will increase 
its floor space about 75 per cent. United 
Aircraft is building an $8,000,000 addi- 
tion to its Pratt & Whitney Aircraft Divi- 
sion, already tripled in capacity in little 
more than twelve months. Consolidated 
Aircraft Corporation has a new plant un- 
der construction which will double its 
existing capacity. General Motors is aug- 


menting its Allison Engineering division 





AIRCRAFT MANUFACTURERS 


1939 


GROSS 
Aviation Corporation . 
Boeing Airplane Company . 
Consolidated Aireraft Corp. 
Curtiss-Wright Corporation 
Douglas Aircraft Co., Ine. 
Grumman Aireraft Engin, Corp. . 
Lockheed Aircraft Corp. . 
Glenn L. Martin Company . 
North 
United Aireraft Corporation 
Vultee Aireraft. Ine. 


American Aviation, Ine. 


SALES 
$ 3,374,289 §$ 
11,846,893 
3,603,239 
8.654,143 
27,866,657 
4,482,350 
35,308,149 
24,169.468 
27.608,051 
52,082,290 


(included in 
sales of Avia- 
tion Corp.) 


UNFILLED ORDERS 

1,131,000 as of February 28, 1940. 
$7,500,000 “ “* June 1, 1940. 
70,000,000 * * May 13, 1940. 
144,931,000 “ * March 8, 1940. 
140,000,000 “ * May 31, 1940. 
9,500,000 * * May 20, 1940, 
111,237,000 * * May 15, 1940. 
92,016,000 * * May 1, 1940, 
$5,000,000 * * June 1, 1940, 
136,338,000 “ * March 31, 1940. 
14,878,000 “ * June 1, 1940. 




















with a plant for the manufacture of air- 
plane propellers. 

Out of the nation’s aircraft factories 
have come, during the first nine months 
of the war, some 3,000 planes for the 
Allies. To these are to be added the 
planes which are being made available 
through the “trading in” of Navy planes 
to the manufacturers. 

The United States Army now has 
about 2,300 planes on hand, and from 
funds appropriated prior to the new 
armaments program, it has some 3,100 
planes on order. Official estimates, be- 
fore the appearance of the preparedness 


program, placed the scheduled delivery 





for 2,555 of these planes in 1941. The 
Navy, before any “trade ins,” had about 
1,800 planes on hand, and 1,100 are on 
order or soon to be ordered with money 
previously appropriated. 

Legislation in the new defense program 
calls for the procurement of approxi- 
mately 5,800 additional planes during 
the fiscal year starting July 1. And the 
President’s request on May 31 for an 
additional billion dollars for defense 
will involve the acquisition of more 
aircraft. 

Capacity 

The President has said that the coun 
try is now producing planes at the rate 
of 12,000 a year. Other sources estimate 
the industry's capacity at between 16,000 
and 20,000 aircraft. While the present 
backlogs of unfilled orders are large, 
manufacturers emphasize that assurance 
that these orders will continue in good 
volume is a prerequisite to further rapid 
expansion. The attitude of the aircraft 
and allied industries, in general, is one of 
“when the government tells us exactly 
what it wants, then we'll pitch in and 
deliver the goods.” Definite plans for ex- 
pansion are being drafted, with business 
and government working out the details 
together. An ultimate goal of 50,000 mili- 
tary planes a year may appear phenom- 
enal today; but not so long ago the pre- 
sent rate of production may have seemed 


just as far out of reach. 
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EWING GALLOWAY 


ee ago, before the government's 
cheap money policy and other ele- 
ments stimulated by business depression 
cut down the yields on gilt-edged invest- 
ments, the managers of trusteed funds 
began to give serious attention to the em- 
ployment of common stocks in trusts. 
The idea received little official encour- 
agement, however, until the pressure 
upon incomes brought many complaints 
to legislators and the courts. The plea for 
greater elasticity in state laws is now be- 
coming decidedly more aggressive. 

The State of New Jersey has adopted 
a measure which authorizes the courts to 
permit shifts of trust funds into stocks. 
Last month an executive officer of a 
Philadelphia trust company, which is 
ranked as one of the largest in respect to 
trusts on its books, urged before a bank- 
ers’ convention that an act similar to 
New Jersey's be pressed before the Penn- 
sylvania legislature. The subject of com- 
mon stock investments for a part of trust 
estates is coming forward for persistent 
discussion in many localities. 

It is not within the province of this 
publication to be partisan, either way, on 
a question involving so many facets. 
There is no room for snap-judgments in 


regard to safeguards which funds held in 


trust should enjoy; nor can ground for a 


COMMON STOCK YIELDS 


IN THE Spotl ght 


bkanket criticism of state and other legal 
restrictions upon trusteed investments be 
found. For many decades responsible au- 
thorities have acted after deliberation, 
and with the advice of competent bank- 
ers, IN preparing statutes and regulations 
applied to trusts. It is timely, however, to 
present some statistics in regard to prices 
and yields of certain listed common 
stocks, the dividend records of which 
have commended them to cautious in- 
vestors during the last decade. 

While stability of principal is a prime 
requirement for all “planned” or man- 
aged investments, the state of our times 
requires constant search for adequate 
income; whether for trust funds or the 
surpluses of individuals under personal 
direction. The proper place of old-estab- 
lished corporate stocks in the investment 
field is — and, perhaps, always will be 
— a subject of debate, but under the 
harshly realistic attitude toward the em- 
ployment of money which conditions 
of these days have generated, many peo- 
ple who take pride in their conservatism 
have, perforce, become more tolerant to- 
ward share ownership in an enterprise, 


as contrasted with a former close adher- 





COMMON STOCK YIELDS 


1939 MARCH 
DIVI- Last 
COMMON STOCK DEND PRICE 
American Can Co. $4.00 S115 
American Tel. & Tel. Co. 9.00 172 
Chrysler Corp. 5.00 87 
Corn Products Refining Co. 3.00 605, 
General Electric Co. 1.40 39 
General Motors Corp. 3.50 943, 
| Inland Steel Co. 1.00 sol, 
Int'l. Nie. Co. of Canada, Ltd. 2.00 33 
Reynolds Tobacco Co. Cl. B. 2.00 113, 
Sears, Roebuck & Co. 1.25 861, 
Standard Oil Co. of N. J. 1.25 133, 
The Texas Corp. 2.00 15), 
Un. Carbide & Carbon Corp. 1.90 84 


Union Pacifie R.R. Co. 6.00 06 
Woolworth (F. W.) Co. 2.40 101, 
bid 


ence to a creditor's status. The courts in 
communities where trust procedure has 
been permitted to relax apparently are 
recognizing the force of economic events. 
To give point to a consideration of the 
field of listed common stocks in the 
search for investments, a market situa- 
tion resultant from European develop- 
ments as well as economic forces dis- 
closes some unusual yields. The sample 
tabular selection below is offered on these 
bases: consistent dividend records, im- 
portance of a corporation in its industry, 
rated asset values and marketability. 
The historical as well as the economic 
significance of the vields in this last 
column afford material for the share 
buyer’s study. Obviously, so drastic an 
alteration of money return on quoted 
values in the course of a few weeks re 
Hects a sudden change of investment and 
trading opinion. The historical basis for 
the mark-down of prices, and consequent 
rise of yields, is well known and will be 
recorded in market annals for a long 
time to come. Precedents to be found in 
the tale of past critical periods suggest 
that price alterations since May 10 may 


prove later on to have been transient. 


30, 1940 May 10, 1940 mse LI, 1940 
YIELD ae YIELD scene yirip 
PRICE PRICE 
3.5% S112 3.06 $9] 4.40% 
4 72 52 152 5.9 
a $l!, 6.2 ITs 8.7 
1.9 56 54 15 6.7 
3.6 35 1.0) 30 1.7 
6.4 52 He 6.6 113 $.5 
1.6 87h, 1.6 ia 2. 
6.1 2743 74 223, 38.8 
1.8 42 8 33', 6.0 
1.9 $3" 3 ».1 64 6.6 
29 11", 3.0 35°, 3.5 
1.4 15 1.4 361, a. 
an 801, 2.4 621, 3.0 
6.3 90 0.7 io 8.2 
9.9 373, 6.4 305 7.0 
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(Left) Machines for coating pills at plant of the Norwich Pharmacal Company. (Right) A 
spectograph determines the Vitamin A content of cod liver oil at the Norwich Laboratory. 


PHARMACAL COMPANY Jozs Trading List 


O the 


known products represented on the 


thousands of nationally- 
Stock Exchange list were added such 
familiar items as “Unguentine” and 
“Amolin,” as well as some 60 other drug 
preparations, when 800,000 shares of cap- 
ital stock of The Norwich Pharmacal 
Company were admitted to dealings on 
May 25. 

Founded fifty years ago at Norwich, 
New York, this company is one of the 
oldest to be added to the list in recent 
times. Principal among its recent activi- 
ties has been a four-year modernization 
program, costing $400,000, which has just 
been completed at its manufacturing 
plant, laboratory and general office at 
Norwich. The company is now embark- 
ing upon a broadened research program, 
particularly in the field of organic chem- 
istry, with a view toward further expan- 
sion of its product line. 

Among the new products added by the 
company within the past five years are a 
line of vitamin capsules—Halicaps, Halli- 


cods, Caps-O-Cod and Four Vitamin 


10 


Capsules—A molin Cream, Milk of Mag- 
nesia Wafers and Negum Tooth Paste. 

By concentrating upon a selective 
group of pharmaceutical specialties — 
rather than entering into a general drug 
business — Norwich Pharmacal has 
found it feasible to advertise its most im- 
portant products extensively, thereby 
building up valuable consumer accept- 
ance. Approximately 82 per cent of the 
company’s sales in 1939 were of products 
carrying the Norwich trade-names and 
labels. The remaining 18 per cent were 
made up of drug extracts which the com- 
pany finds it advantageous to manufac- 
ture in excess of its own needs, and of 
products delivered to others for re-sale 
under their own labels. 

Sales offices are located at Norwich, 
New York City, Chicago and San Fran- 
cisco; and warehouse stocks are main- 
Midwest, South- 


west, and on the Pacific Coast. 


tained in the East, 
Norwich Pharmacal has some 38,000 
customers—retail druggists, for the most 


part, but including chain drug stores, 


wholesale drug houses, hospitals, depart- 
ment stores and other pharmaceutical 
manufacturers. 

Gross sales amounted to $4,470,255 last 
year; and net profits came to $783,282. 
Profits have remained fairly constant 


throughout the past five years, the record 


being: Net Profit 
1935 . $721,867 
1926... 922,906 
1937 . $07,151 
E929... «= F3;720 
1939... 783,282 


The company owns a patent covering 
the process employed in manufacturing 
“Parahydrecin,” an antiseptic used in 
products which in 1939 accounted for 
approximately 32 per cent of its sales. 
The patent expires in 1947, but the com- 
pany does not anticipate that this will 
have a materially adverse effect upon its 
business. Certain other operations are 
covered by licensing agreements; the 
principal one expires December 31, 1951, 
but is subject to renewal for a period of 


fifty years by either party. 

















INDUSTRY'S PROFITS UP 60% IN 39 


Combined Net Incomes for 730 Companies on Stock 
Exchange List Gained $1,094,000,000 Over 1938 


S the market discounted the possibil- 
Az of an Allied defeat during the 
first weeks of the German onslaught on 
The Netherlands, Belgium and France, 
stock prices fell to their lowest levels in 
two years. 

Again, in the closing months of 1939, 
as security holders anticipated the 1940 
business recession, the market remained 
dormant — with the Dow, Jones indus- 
trial average reaching only to 157.77 — at 
a time when industrial production was 
rising to its highest peak in ten years. By 
way of contrast, the Dow, Jones indus- 
trial average rose to 195.59 during the 
1937 business advance. 

The final record of 1939 financial state- 
ments, as compiled by the Economist 
Department of the Exchange, now re- 
veals that while the total market value of 
listed common shares was declining 
from $41.3 billions to $40.2 billions dur- 
ing the past year, 730 companies having 
common stocks listed on the New York 
Stock Exchange increased their aggre- 
gate profits by 60.6 per cent, from a total 
of $1,804,590,915 in 1938 to $2,898,822,950 
in 1939. (The income figures, in each 
case, represent combined earnings for all 
companies making a profit less net defi- 
cits for the others.) 

It appears that while the stock market 
has been quick to discount bad news 
well in advance, it has experienced dith- 
culty in catching up with good news 


even when it happens. 


Results Check with Wider Study 


The income survey for the 730 com- 
panies is one of the most detailed ever to 
be devoted exclusively to listed common 
stocks. The profit rise of 60.6 per cent re- 
vealed by it checks closely with the re- 


sults of a wider study of 2,480 corpora- 





tions, which was recently completed by 
the National City Bank. The latter sur- 
vey included both listed and unlisted 
companies, and showed an aggregate 
gain in profits of 63 per cent. 
Combined net profits, less deficits, for 
the 2,450 companies amounted to ap- 
proximately $3,456,000,000. Thus the 730 


companies from the Stock Exchange list, 


though numbering less than one-third of 
this total, account for profits over 8o per 
cent as large. 

Of the 730 listed companies, 611 show- 
ed an improvement in the past’ year, 
while 119 retrogressed. Profits were earn- 
ed by 648; and 82 reported losses. 
industrial 


Among the — individual 


groups, “shipbuilding and operating” 


HOW 730 LISTED COMPANIES FARED IN 1939 
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made the most extraordinary gain, per- 
centage-wise. But since there are only six 
companies in this portion of the survey, 
the phenomenal gain of 1,437 per cent in 
group income boils down to a marked 
improvement in results for only a very 
few enterprises. 

The same type of situation is also 
largely responsible for the gain of 549 per 
cent among the five manufacturers in 
the “garment” group. 
More significance, as a business and 


industry bellwether, is to be attached to 


the manner in which the steel, textile 


and railroad industries transformed 1928 


deficits into 1939 profits, and the gains of 
over 100 per cent in net income regis- 
tered in the past year by the automobile, 
industries. There 


building and leather 


are several other types of enterprises 
which made good showings in both 1938 
and 1939, and, because of this fact, they 


do not stand out prominently in a mea- 


sure of year-to-year gains. The nine 
“business and office equipment” com- 
panies on the Stock Exchange list all 


earned profits in 1938 and 1939. The 
same is true for the six “farm industry” 
companies, and for the six rubber manu- 


facturers. 


The large size of the gains, compared 
to losses, is shown by the fact that deticits 
for the 82 corporations which lost money 
amounted to less than 4 per cent of the 
combined profits earned by the 648 
others. Total profits were $3,008,106,053; 
losses came to $109,283, 103. 

Comparing 1939 earnings to cash divi- 
dend payments (reported in the March, 
1940 issue of THe Excuance), it has been 
estimated that total common and pre- 
ferred dividends distributed by the 730 
companies amounted to a little over 
$2,100,000,000 — or approximately 70 per 


cent of net profits. 








1939 NET 
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Amusement Industry 
Automobile Industry 
Building Industry 

Business & Office Bisdipenen nl 
Chemical Industry 
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Electrical Equip. Industry 
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Finance 

Food Indus try e -< 
Garment Manufacturers . 
Land. 
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Paper & Publishing 
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Foreign Companies 
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Totals 


INCOMES OF 730 COMPANIES HAVING COMMON 
STOCKS LISTED ON THE NEW YORK STOCK EXCHANGE 
ASSEMBLED BY INDUSTRIAL GROUPS 
NUMBER OF NUMBER GROUP NET (¢ CHANGE IN NUMBER OF 
COMMON REPORTING INCOME—1939 GROUP NET ISSUERS 
STOCK NET Pe nage INCOME 1939 SHOWING 
ISSUERS PROFITS Eetiech Waeana) OVER 1938 IMPROVEMENT 
IN SURVEY 1939 
15 12 SS 35.601,045 87.0% 12 
10 10 By 083.078 3.6 6 
Ys) 14 71,057,279 - TTaZ 53 
24 as 38. 105,925 - 423.9 24 
9 a 18,457,797 6.4 4 
39 8 323,231,764 6.9 53 
14 12 66,459.68 63.9 12 
6 6 27,459,055 20.1 2 
Zo ao 71,435,637 8.7 19 
14 42 72,434,149 46.3 3 
5 | 1,630,725 49,2 5 
1 2 id) 86.604 0 
10 9 11,778,215 182.0 9 
68 05 110,684,790 84.7 99 
36 260 125.344.116 60.4 30 
24 2) 29,511,745 91.7 20 
S| 30 314,220,411 oe 8 
71 18 128,217,104 67 
62 56 208,612.768 35.4 a 
6 6 37,009,923 71.9 6 
6 1 2.076.976 1,436.5 5 
1 yi (d) 1,934 Ps 
30 34 139,729.213 36 
20 20 27,163,776 19 
14 14 87,294,447 Sd 9 
37 30 901,987,245 18.2 30 
12 1] 39.082,338 2.9 9 
) ) 74.703,604 27.0 6 
& & 8.238.079 12.3 7 
730 64 $2,898,822,950 60.05; 611 
d yang 


Airports . 














‘d 








A CUSTOMERS’ BROKER SPEAKS UP 


IFFERENCES of opinion help to 
keep the world moving along, and 
when objection to an item in Tue Ex- 
cHaNcE is helpful, not to say inspiration- 
al, we find satisfaction in printing it — 
like this epistle from a New York City 
address: 
Editor, 
Tue EXcHaNceE. 
Dear Sir: 

I read with mixed feelings “W.G.R’s” 
letter in your last issue, describing cus 
tomers’ brokers as “board room sitters,” 
whiling away their time chewing gum and 
smoking cigarettes and awaiting the return 
of Coolidge markets. 

That this is an unfair observation on our 
fraternity as a whole is, to me, amply 
proven by the fact that in the last seven 
months (the letter was written before the 
May liquidation) we have had no trend to 
encourage anyone to trade. The daily aver- 
age of sales on the New York Stock Ex- 
change has been 770,000 shares. We have 
had an investment market, if you get what 
I mean, and that fact is what I want to im 
press upon you. 

Of course, I do not claim that this busi- 
ness was all developed by customers’ brok 
ers or even by partners. I do say that a lot 
of it was, however, and that it accounted 
for a far greater percentage of the total 
than was the case in any previous period in 
Stock Exchange history. 


Formerly Only an Order Taker 

I base this claim on a study of past 
records and on facts from my own fairly 
long experience. Like many others in my 
profession I used to be an order taker. Busi 
ness came in such volume that there was 
time only to answer calls and try to keep 
my customers posted on changes in mark 
ets and important news developments. 
There was not much time and little energy 
left for study or the development of new 
business. 

After the first shock of the crashes of 
1929 and 1930, I began to wonder what 
was wrong with a business which had 
assisted so many people to lose money. 

It occurred to me, as it did to plenty of 
others at the same time, that buying and 


selling had proceeded on a grand scale 
without study or checking on the “informa 
tion” passed out by all of us to our cus- 
tomers. It became clear to me as time pass- 
ed, that the fundamentals of my vocation 
differed from my conception of them. 

Many of my friends, faced with the same 
problem, decided to try other outlets for 
their talents. Repeal of Prohibition, in 1933, 
solved the situation for some. This solution 
did not appeal to me. Perhaps IT was un 
fitted for any other business, perhaps I felt 
the challenge to make a go of it. Take it 
either way, but, at any rate, I took a new 
position toward securities. 


Turns to Investment Business 


I decided that my daily bread would 
have to be earned on investment business. 
If someone wanted to trade through me, 
fine, but after the experiences of the early 
thirties, I knew there would not be many 
such. 

To me the essence of selling, whether you 
sell a product or a service, has been to find 
out who can benefit from what you have to 
sell, and then point out to them why they 
need what you have. I don’t use up their 
time telling them how much good it will 
do me if I get their business. I assume they 
are intelligent enough to realize that, and 
perhaps more interested in their own prob 
lem than in mine. 

It took no great vision to see that what 
investors needed and hadn't been able to 
get was sound, impartial, investment ad 
vice. This sounds easy, but it isn’t. 1 knew 
I couldn't supply it myself; it required spe 
cialists who had made a career studying 
economics, technical market action and the 
securities of all the major industries. This 
called for organization, teamwork and un 
derstanding of the principles of investing. 
Only a technically trained, professionally 
qualified group working together could 
produce sound results. 


Develops Research Department 


Fortunately, my firm had early come to 
the same conclusions as I, and had started 
the development of an adequately staffed 
research department. Naturally, this could 
not be conjured up overnight; but over sev 
eral years it was done. Today I feel con 


fidence in any recommendation made by 
our people, based on my observation of 
their record. It has not been perfect but | 
know that their suggestions are sound and 
right many more times than they are 
wrong. 

I found out some other things, too, about 
this business of advising other people how 
to invest. It grew upon me that each per 
son's problem was as individual as his 
teeth. No mass production of recommenda 
tions could fill the bill. Each customer must 
be studied as an individual case. His tem 
perament, needs and objectives must. be 
understood. I became a financial family 
doctor. 

I soon found that, like the diagnostician 
in a medical group, I often could not give 
the treatment alone. A patient was fre 
quently sent to this or that specialist. Some 
times when I felt that we were not able to 
take complete responsibility for continuous 
supervision of a customer's investments, | 
was glad to suggest a reputable investment 
counsel firm or a trust company. 


Services Become Specialized 

In many cases, particularly where more 
experienced or professional investors were 
concerned, I used my firm’s research spe 
cialist for direct contact and discussion ot 
the customer's problems. The results have 
been more than satistactory. By using the 
services of those better able to perform cer 
tain functions than I, T have had plenty ot 
time to cultivate those customers whom | 
used to be too busy to see. | have devoted a 
lot of effort to teaching them sound habits 
of investing. Not an easy task, let me say. 
It has been almost as hard to make some 
people want good investment advice as to 
provide it! 

And the rewards, not spectacular per 
haps, but more than satisfactory to me. | 
have been busy in dull markets, busier than 
in the old days. No little assistance has been 
supplied by my old customers, who have 
recommended me to some of their friends. 
And, believe it or not, my ingome was 
larger in 1939 than in 1938, which was 
larger than any year since 1929. Somehow 
I have the feeling that it is more secure, 
and that the good old days were not so 
good after all. Dr ar oS 











Stock Exchange 


Members Donate 


AMBULANCES 


UBSCRIPTIONS to cover the cost 
of two completely-equipped ambul- 
ance units, including drivers’ mainten- 
ance and uniforms, have been received 
to date in the drive of the New York 
Stock Exchange Golf Association to aid 
the American Volunteer Ambulance 
Corps in France. The ambulances will be 
donated to the Corps by the members of 
the New York Stock Exchange at their 
annual golf and tennis tournament to be 
held June 25> and will then be presented 
to the French Government for service 
abroad. 
Funds for this cause are being con- 
tributed by Stock Exchange firms fol- 


lowing an appeal by the Golf Associa- 
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AMERICAN 


VOLUNTEERS AMBULANCE. 


tion that in place of the numerous prizes, 
many donated by member firms, which 
have featured past tournaments, the 
members this year give money toward 
the purchase of ambulances. 

Paul Reynaud, Premier of France, al- 
ready has acknowledged the contribu- 
tion in the following message addressed 
to the New York Stock Exchange Golf 
Association: “I desire to express to you 
and also your collaborators my sincere 
gratitude for all the interest that you 
have shown in furnishing ambulances 
for France by the intermediary of the 
American Volunteer Ambulance Corps. 
This organization, thanks to its volun- 
their ambulances, renders 


teers and 


ae 
_ 





France and the French Army inestim- 
able services.” 

The units will leave for service in 
France on July 1. The Corps reports that 
it now has more than fifty ambulances, 
staffed by American volunteers, in active 
service at the front where they are daily 
transporting more than a_ thousand 
wounded. Schuyler A. Orvis, Jr., son of 
Schuyler A. Orvis, a member of the Ex- 
change, is in France serving as a driver 
with the Corps. Forty additional ambul- 
ances are waiting in Paris for drivers or 
assistants, a number of whom are either 
on the way or ready to sail. Fifty more 
units are on order from the General 
Motors Corporation. 





Market Mechanism Resists Shocks 


(Continued from page 4) 


number of shares sold in the course of 
recording declines of one point was tab- 
ulated. (A declining market situation 
was used for the reason that the spring 
recession makes such treatment timely. 
In the large table, found on page 15, the 
same method is applied to both rising 
and falling markets.) 

It would appear from comparisons 
that a “thinner” market existed in the 
weakest fifteen days of 1939-40 than in 
either 1936-37 or 1933. 


In American Can, for example, the 
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sales of only 800 shares were necessary in 
1939-40 to bring a decline of one point, 
against 1,800 shares in 1936-37 and 4,200 
shares in 1933. On the other hand, 6,700 
shares of Bethlehem Steel were sold in 
bringing about a one-point decline in the 
recent liquidation, compared with no 
more than 4,300 shares three years ago 
and 6,700 1N 1933. The reception afforded 
hurried offerings of Bethlehem Steel was, 
therefore, as active as in the days of 
marked liquidation in 1933; but it will 


be seen through reference to the table 


that in all of the other cited exhibits, the 
buying side was far more meager than 
in the earlier year. An explanation in re- 
spect to Bethlehem Steel may be that 
the shares are on a dividend basis again, 
and plenty of business has been booked 
or is in prospect for the company. 

It is appropriate in scrutinizing market 
phenomena to offer contrasts with the 
great liquidating period of 1930-31, al- 
though in the tabulation only twelve 
days are counted in. While sales of 6,600 
shares of International Nickel brought a 
decline of a point in the fifteen days of 
1939-40, a total of g0,600 changed hands 


in the early depression trading before a 





point was lopped off the quotation. Other 
striking contrasts are revealed if the eye 
runs down the columns of figures. Yet, 
while it is sufficiently clear that market- 
ability was distinctly hampered last 
month by a paucity of bidders, qualifi- 
cation must be provided in the known 
fact that in the 1930-31 period, the pub- 
lic’s interest in speculative ventures was 
far greater than it had been for a long 
time before the German attack in Fland- 
ers upset the market balance. 

In 1930-31 the restrictions upon a free 
play of market forces were distinctly 
fewer than they became later on. They 
were still, for the most part, absent from 


the market of 1933, a year in which large- 


calibre liquidation in the late summer 
and autumn unwound the upsurge of 
prices which occurred after the banks 
were reopened. Such restrictions and 
“inhibitions” against speculative enter- 
prise came with the tightening of short- 
sales procedure, and the application of 
the Securities Exchange Act of 1934. 
When due qualifications are made in 
regard to market action in the 1939-40 
stretch, especially during the recent war 
excitement, it seems evident that restric- 
tions of a man-made character bore a di- 
rect relationship to the sharp price de- 
clines. Some of the realistic measures 
that could be taken to support prices and 


stimulate scale buying prior to 1934 





could not be brought into action last 
month, under law and regulation grown 
out of law. 

In past days, for example, stocks en- 
joyed “sponsorship” among directors and 
officers of listed companies —a sort of 
guardianship, vested largely in a desire 
to keep the quotation and the real worth 
of a stock from separating widely. The 
profit motive also figured in such “sup- 
port” buying. Now, if profits are so 
made, they may not be retained by the 
sponsors unless the purchased shares are 
kept for more than six months, and a 
constructive market risk is bereft of 
appeal. 


It was possible—and frequently done 
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at STOCK VOLUME AND PRICE FLUCTUATIONS 
aa | A Presentation of the Reported Volume of Share Transactions 
Ive During a One Dollar and One Per Cent Change in Price 
ily | ADVANCING PRICES DECLINING PRICES 
nd Average for Fifteen Days {rerage for Fifteen Days 
; | Thousands of Shares for Thousands of Shares for 
O Price Change of Price Change of 
*x- One Dollar One Per Cent One Dollar One Per Cent 
wer | 1933 1939-40 1933 1939-40 1933 1939-40 1933 1939.40 
| American Can Co. 1.8 0.9 4.0) 0.9 1.2 0.8 3.8 0.7 
ul- American Radiator & Stan. San. Corp. 27.4 18.4 a5 ZA 20.3 21.2 3.0 = 
“a American Tei. & Tel. Co. 8.8 1.4 9.9 pi ro 1.3 8.8 2.1 
Anaconda Copper Mining Co. 27.3 14.1 3.8 3.8 34.5 12.7 5.5 3.5 
her Atchison, Topeka & Santa Fe Ry. Co. 1.6 2.6 2.4 0.7 1.8 3.6 1.1 1.0 
Bendix Aviation Corp. 10.9 8.0 1.6 1.9 9.8 ae LS L.5 
ore Bethlehem Steel Corp. 94 of 2.9 35 6.7 6.7 2.3 1.9 
ral Briggs Mfg. Co. 6.6 3.6 0.5 0.8 13.0 3.8 1.3 0.8 
ee Chrysler Corp. 30.5 tak 9.9 3.6 38.3 eS 15.3 4.2 
Corn Products Refining Co. 3.3 1.2 y 0.7 2.0 1.0 1.6 0.6 
| General Electric Co. 26.5 9.2 a0 3.3 33.4 11.6 74 1.3 
General Foods Corp. 8.1 5.6 24 pa 6.2 1.9 32 0.8 
~ | General Motors Corp. 68.2 16.1 17.9 i123 55.0 14.2 16.4 6.7 
Inter. Nickel Co. of Canada, Ltd. 59.1 10.0 10.0 1.6 62.3 6.6 12.1 2.6 
the Johns-Manville Corp. 1.1 0.7 1.7 0.5 1.9 0.4 25 0.3 
— Montgomery Ward & Co., Ine. 33.0 7.3 6.8 3.5 21.1 5.8 1.6 » Aa 
: Northern Pacifie Ry. Co. 1.6 7.4 1.0 0.7 2.9 10.7 0.7 1.0 
re- Pennsylvania R. R. Co. 12.2 95 3.4 1.7 1.2 oF 2.2 1.9 
Radio Corp. of America 60.2 36.3 4.2 22 93.9 65.7 7.8 4.2 
hat R. J. Reynolds Tobacco Co. “B” 13.9 3.8 6.0 14 7.9 re 3.7 LJ 
in Shell Union Oil Corp. 13.0 3.4 0.9 0.4 16.3 y 1.4 0.3 
’ Southern Pacific Co. _ 9.3 9.8 2.0 1.3 7.8 12.5 1.9 Be 
ked Standard Oil Co. of N. J. 15.2 6.2 5.6 2.8 14.2 54 5.7 2.4 
The Texas Corp. 10.2 4.0 2.2 1.6 8.2 3.4 2.1 1.6 
Union Carbide & Carbon Corp. 6.9 1.8 2.4 1.4 5.8 1.9 2.5 Le 
et U. S. Rubber Co. 8.4 11.1 tJ 1.4 9.4 8.2 1.6 3.0 
U.S. Steel Corp. pti 11.0 8.1 6.0 16.4 11.6 8.1 6.6 
the Western Union Telegraph Co. 4.0 ae 1.9 12 3.3 3.4 1? 0.7 
| Westinghouse Elec. & Mfg. Co. 6.4 0.9 2.4 0.9 5.3 0.8 2.2 0.8 
dl- F. W. Woolworth Co. 6.7 26.4 2:0 11.9 5.0 1.0 23 7 
elve Averages for 30 Stocks 14.7 6.6 1.9 3.0 3.2 6.0 1.9 2.8 
600 | The dates selected were those of larger price change for the market as a whole. 
ta | In the 1933 period the dates of advancing prices were: Apr. 19, 20, 29; May 10; June 19; July 24; Aug, 8, 9, 17, 25; Sept. 11; Oet. 4, 23; Now. lo; Dee. 22 
We | In the 1933 period the dates of declining prices were: June 15, July 19, 20, 21, 31; Sega. S, 21, 27s Det. 12,36, 18, 19, 21, 30s New; 27. 
S of In the 1939-40 period, dates of advancing prices were: 1939——Jan. 27, 30; Feb. 24: Apr. 10, 15; May 3, 24; July 17; Aug, 26, 29; Sept. 2.5, 11, 19; Oet. 17. 
; | In the 1939-40 period the dates of declining prices were: 1939 Jan. 23, 26; Mar. 15, 17, 22, 31; Apr. 6, 8; Aug. 23; Sept. 18; 1940-—May 10, 13, 14, 17, 21. 
nds | 
re a 











in the older days for a specialist on the 
Hoor to telephone sponsors of particular 
stocks and ask intercession when prices 
were melting away. Directors and large 
stockholders were heartily interested in 
the market welfare of their shares; no 
urging Was necessary among informed 
interests to lend support. 

There is no opposition—and strong ap- 
New 


to specific or 


proval among managers of the 
York Stock 


tacit restrictions against short selling of 


Exchange 


a sort which tends to precipitate price 
declines. Technically, however, there 
was no doubt but that the lack of a sub- 
stantial short interest from May 10 on- 


contribution to 


ward 


Was a negative 
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ragged quotations. Short covering scat- 
tered through a declining phase works, 
at least, to cushion the retreat; but in 
seeking to correlate fact and theory sur- 
rounding short sales in the May upset, it 
is necessary to allow for the light specu- 
lative interest in the market for many 
weeks preceding the reversal of market 
sentiment. 

The tabular matter printed with this 
article sets forth many items for exami- 
nation. From them individual deduc- 
tions and arguments cloaking market 
phenomena during an extraordinary 
period are to be derived, with emphasis 
upon factors which presently cramp full 


market freedom. 





A NATIONAL PROBLEM 
(Continued from page 2) 
barbs of ignorance and intolerance, and 
has every right to call upon its political 
representatives, at Albany and Washing- 
ton, for constructive effort in its behalf 
in place of indifference or hostility. New 
York’s financial community has the right 
to call for more than this. Just as indus- 
try in every state relies upon “Wall 
Street” for capital support in one form 
or another, and investors throughout the 
country look to the primary market 
place for requisite supplies of bonds and 
stocks, so the business of finance has full 
justification for expecting cooperation on 


the part of national and state legislators. 





a 








1940 MAY 

MONTH END DATA MAY APRIL MARCH 1939 

1. Shares Listed (Mil.) 1,447 1446 1444 1,427 
2. Share Issues Listed (No.) 1,234 1,234 1,236 1,233 
3. Par Value of Bonds Listed (Mil. $) 93.414 53.646 93,853 52.647 
1. Bond Issues Listed (No.) 1,369 1,376 1,380 1,388 
>. Total Stock and/or Bond Issuers (No.) 1,299 1,298 1,303 1,297 
6. Market Value of Listed Shares (Mil. $) 36,546 16,769 16,095 13,230 
7. Market Value of Listed Bonds (Mil. 8) 16.937 19,612 50,006 18.921 
8 Market Value of All Listed Securities (Mil. §) 33,483 96.381 96,701 92,151 
9, Flat Average Priee—All Share Issues (8) 33.48 11.25 $1.02 38.97 
10. Shares: Market Value—Shares Listed ($) 25.26 d2.30 32.34 30.29 
11. Bonds: Market Value—Par Value ($) 87.87 92.48 92.86 92.92 

12. Stock Price Index (12/31/24 100) (%) 50.2 64.3 64.3 60.2 
13. Shares in Short Interest (Thou.) 128 531 189 668 
14. Total Member Borrowings in N. Y. on Collateral (Mil. §) 109 379 570 546 
Per Cent of Market Value of Listed Shares (%) L.32 1.24 1 22 1.26 
15. N.Y. S. E. Members’ Branch Offices (No.) 1,046 1.043 1,049 1,068 
lo. Total Non-Member Correspondent Offices (No.) 3,918 3.514 3,668 1,106 

DATA FOR FULL MONTH 
17. Reported Share Volume (Thou.) 38,965 26,096 16,270 12,935 
Daily Average (Incl. Saturdays) (Thou. ) 1,499 1,027 651 198 
Daily Average (Exel. Saturdays) (Thou. ) 1,625 1.110 711 547 
Ratio to Listed Shares (%) 2.69 1.85 LIZ 0.91 
8 Total Share Volume (Inel. Odd Lots) (Thou.) 37,599 20,510 17,897 
19, Money Value of Total Share Sales (Thou. §) 964,608 527.688 522.861 
20. Reported Bond Volume (Par Value) (Thou. §) 176,105 165,116 135,239 123,104 
Daily Average (Inel. Saturdays) (Thou. §) 6,773 6,351 5,410 4,735 
Daily Average (Exel. Saturdays) (Thou. §) 7,328 6,873 5,894 5,148 
Ratio to Par Value of Listed Bonds (%) 0.329 0.307 0.251 0.234 
21. Total Bond Volume (Par Value) (Thou. §) 176,998 135,832 130,243 
22. Money Value of Total Bond Sales (Thou. §) 108.459 $1,857 93,060 
23. N.Y. 8. E. Memberships Transferred (No.) 1 1 1 1 
Average Price (8) 50.667 56.333 50,000 60,000 
24. Stock Clearing Corporation: 

Value of All Contracts (Mil. §) 2,308 2,128 1,638 2,159 
Average Price of Settled Shares (8) 20.6 23.4 23.1 25.8 
Notes: Souree of the data is N.Y.S.E. Items 13, 14, 18, 19, 21, 22 and 24 are as of ledgers which normally reflect transactions 


up to the close of the second full preceding business day. Item 24: 


Branches combined: average 


price of settled shares is based on 





Value of all contracts is based on Day and Night 
share balances settled through the Day Branch. 












































Opinion - Points of View - Counsel 


Letters to the editor, in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


INDIANAPOLIS, IND. 

In point of timeliness, which, of course, 
could not have been through design, the 
article about averaging purchases of 
stocks in the May issue of your magazine 
just about hit the bull’s-eye. Averaging 
can be most effective in a rapidly fluctu- 
ating market, especially if equal amounts 
of money are invested periodically in- 
stead of seeking a “spread” of prices 
through purchases of definite amounts 
of shares. The surges after the total war 
began fitted the practice in an excep- 
tional way. Bonds lend themselves to 
averaging as well as stocks, which, if my 
studies are practical, happens only infre- 
quently over a term of years. I am aware 
that so-called investment plan companies 
make averaging in dollars one of their 
principle features, but the coincidence of 
your description of the method with 
wide fluctuations after a long period of 
narrow markets should have given read- 
ers of Tue Excuance something to put 


their teeth into. 


J. D. 


READING, PA. 


Occasionally, but not often during the 
eleven years in which I have been inter- 


ested in stock market records, figures 


have been so astounding that I could 
hardly believe I was reading them cor- 
rectly. Here are some of recent date: the 
Dow, Jones industrial stock price aver- 
age stood at 144.85 at the close of busi- 
ness on May 11; on May 21, eight trad- 
ing days later, the average was 112, a de- 
cline of 32.85 points. I still blink when 
this tale of market wreckage is reviewed, 
and if anybody ever again refers in my 
hearing to stocks as “investments,” I now 
disclaim responsibility for what I may 


do to him. - FE. N. 


EDITOR’S NOTE: A crisis of history, such as 
helped precipitate the decline referred to, oc 
curs only very seldom. It might be pointed out 
to Mr. T. E. N. that first-grade bonds also re 
treated with stocks. Practically all markets, of 
all kinds, were dislocated in those days when 
apprehension temp rarily elbowed cool reason 
ing aside. 


NEW ROCHELLE, N. YF. 


Seems to me some kind of laurels are 
due the management of the Stock Ex- 
change and the members of the Securi- 
ties and Exchange Commission for keep- 
ing their heads when even certain of our 
editorial writers were inclined towards 
hysteria. Right after the German mili- 
tary machine broke loose, I mean, and 


stocks were dumped. A lot of people, I 


imagine, were expecting to see the Stock 
Exchange closed. The fact that business 
went on as usual was heartening. I ad- 
mit that I was disturbed about the 
chances of another moratorium, but see- 
ing the Exchange stay open in those 
early bad days helped to stiffen my back 
bone. 


je Pe 


LOUTSVILEE, KY. 


. 1am an odd sort of person, I guess, 
but the silver edge is what I try to see 
before the blackness of a cloud impresses 
me... so with the holocaust in Europe 
and the implications for the United 
States which it brings forward. Everyone 
can see evidences of the way our people 
are “tightening up,” from industrial and 
political leaders through the scale to 
pick-and-shovel workers. If America has 
become soft through the years of unem- 
ployment, government-made work and 
doles, a hardening process is beginning 
to work. I was surprised to discover this 
among friends whose stocks had dropped 
heavily. They seemed to feel that paper 
losses, which ordinarily would depress 
them, were worth only slight considera 
tion in view of the solemn elements 


which the decline reflected. 


S. N. K. 


NESMITH 
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Only a “two-way” securities market of tremendous scope 
— an international market in the fullest sense — provides effective marketability ...a 
“two-way” market in which great buying power can rise to meet selling in volume un- 
foreseen. 
Such a market, as the record proves once again, is found on the New York Stock 
Exchange, where hundreds of thousands of listed shares, or millions of dollars of bonds, 


change hands in an unretarded flow under an almost instantaneous auction system. 


LISTING ON A STOCK EXCHANGE IS AN INTRODUCTION TO MARKETABILITY 








